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The Bureau o f Business and Economic Research 
has been providing information about Montana’s 
state and local economies for more than 50 years. 
Housed on the campus o f the University o f 
Montana-Missoula, the Bureau is the research and 
public service branch o f the School o f  Business 
Administration. On an ongoing basis, the Bureau 
analyzes local, state, and national economies; 
provides annual income, employment, and population 
forecasts; conducts extensive research on forest 
products, manufacturing, health care, and Montana 
Kids Count; designs and conducts comprehensive 
survey research at its on-site call center; presents 
annual economic outlook seminars in cities 
throughout Montana; and publishes the award­
winning Montana Business Quarterly.
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This year BBER attracted 
record crowds for its 
Montana Economic Outlook 
seminars titled “Making 
Montana the First Best 
Place: How Entrepreneurship 
is Creating High-Paying 
Jobs.” Statewide interest in 
entrepreneurship has never 
been higher, and we’re receiving 
national recognition for our 
achievements. In 2013 Montana 
was named the No. 1 state 
for startups, according to the 
annual Kauffman Index o f Entrepreneurial Activity. Another 
report ranked Missoula No. 13 on its list o f  top cities in the 
nation for high-tech startups.
For decades now, the University o f  Montana has collaborated 
with other leaders in education, business, and government to 
build an entrepreneurial ecosystem to support our students 
and alumni as they take their good ideas and grow them into 
businesses.
• Opened this February, the Blackstone LaunchPad at UM 
provides resources and guidance to students o f all majors 
and reinforces entrepreneurship as a viable career path.
• Now entering its 25th year, the John Ruffatto Business 
Plan Competition is a statewide event that brings student 
entrepreneurs to campus to compete for $29,000 in prize 
money.
• The Montana Academy o f Distinguished Entrepreneurs 
(MADE) was launched at UM’s School o f  Business in early 
2002 to bring Montana entrepreneurs into our classrooms.
• The Montana Technology Enterprise Center (MonTEQ 
is a thriving business incubator managed by UM that 
provides office space and support to help new startups 
take root.
• The UM Entrepreneurship Club is a grassroots, student- 
led movement that connects aspiring entrepreneurs to 
people and resources they need to succeed.
Entrepreneurs are vital to our economy. We’re proud o f the 
role the University o f Montana plays in educating the business 
leaders o f  the future, and o f the role BBER plays in measuring 
their success.
Sincerely,
Royce C. Engstrom 
President, University o f  Montana
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E c o n o m ic
O u t l o o kQ&^
with Montana’s Top Economists and Industry Experts
Editor’s Note: During the 2014 Montana Econom ic Outlook Seminar 
series, Bureau economists and industry experts throughout the state 
presented the latest economic trends and forecasts. The keynote speaker, 
Greg Gianforte, founder o f RightNow Technologj.es, discussed how 
entrepreneurship is creating high-payingjobs in our state. Gianforte 
founded RightNow Technologies in 1997 in a spare bedroom in 
Bozeman. By the time the company was acquired by Oracle in 2012 
fo r  more than S I.8 billion, RightNow employed more than 1,100 
people (half o f them in Bozeman) with average wages o f $86,000. 
Following is a£) &  A. with the seminar speakers —  Montana’s leading 
economic experts.
The Economy
Patrick Barkey and Paul Polzin
MBQ: For the past several years the forecast for the U.S. 
economy has been the same - sluggish growth this year and 
better growth next year. Has “next year” finally arrived in 2014?
Patrick Barkey: There are promising signs. Business 
confidence is solidifying -  especially for small business — 
hiring has been durable, and profits and cash on hand for 
businesses are plentiful. Energy is a new spark to growth that’s 
showing up in national economic statistics. The strength in 
commodity prices has kept Montana producers very happy 
over the past several years, though on the metals side, were 
seeing a slow decline. Stock markets — and some housing 
markets — are heating up. Looking at our trading partners, 
the European recovery will proceed, but at a very sluggish 
pace. In addition, Chinas growth rate will be sustained.
The U.S. economy had growth above 4 percent in the third 
quarter of 2013 and should continue to accelerate in 2014.
MBQ: Are there obstacles to growth in 2014?
Patrick Barkey: The labor market is cause for concern. Since 
the recession, and into the recovery, we’ve consistently seen 
a decline in the proportion o f Americans who are working. 
Baby boomers are retiring, younger people are putting off 
going to work, and more people are working part time, 
possibly because they can’t find a full-time job. In addition, 
commodity prices are slowly cooling off. As developing 
countries stabilize, demand for commodities will strengthen 
slightly.
Montana Economy
Patrick Barkey and Paul Polzin
MBQ: How does Montana compare to the rest of the U.S. in 
terms of economic growth?
Patrick Barkey: Montana continues to show better economic 
growth than the U.S. economy. The western portion o f the 
U.S. — including Montana — is leading the economic recovery. 
Wages and salaries grew by an average o f 1.6 percent over the 
past year in the non-western states. Most o f the western states 
including Montana — which grew by 2.1 percent — did better 
than that. The western states are doing better for two reasons:
1) Housing is coming back more quickly in the West than 
in other parts o f the country; 2) The West is closer to Asia, 
and Asia is still the most rapidly growing region in the 
global economy.
Most Montana industries are expanding. Energy remains 
the biggest story o f the Montana economy. It continues to be 
what drives the economy. We expect that 2014 will be another 
year where M ontana’s economy outperforms the nation.
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MBQ: In the past few years, Montana has seen an upside-down 
pattern of growth, with the rural, eastern counties growing 
faster than the urban western counties. Is that still the case?
the past, only to resume heady growth again later. It’s hard to 
know whether this episode will repeat that experience, but it 
certainly bears watching.
Paul Polzin: Recently, we have noticed that a big share o f the 
new economic activity has been occurring outside the cities.
So I’m changing my approach a bit, and I’m looking at things 
from a regional perspective. There are a number o f ways that 
regions can be defined. We chose to look at the regional trade 
areas o f Montana’s three largest cities. Our regions correspond 
to the Missoula trade area, the Great Falls trade area, and the 
Billings trade area.
From 2009 (the trough o f the Great Recession) to 2013, 
the state grew at an average rate o f 2.2 percent per year.
In the Northeast region, we see a pattern that will also be 
repeated in the Southeast region. The rural Northeast grew 
faster than the statewide average and faster than any o f the 
urban areas. This region contains some o f the most prosperous 
agricultural areas and the northern edge o f the Bakken 
oilfields on the Montana/North Dakota border.
In the Southeast region, there was above average growth 
in both the cities and the rural areas. The rural Southeast 
includes much o f the Bakken, and Billings is the nearest urban 
area and the beneficiary o f many o f the indirect impacts.
The slowest growth was in the West region. All o f  the 
cities in this region grew less than the statewide average. Only 
Flathead County came close to the average for Montana.
There was almost no growth in the rural West.
Health Care
Patrick Barkey
MBQ: Health care costs have been growing steadily over 
the years, but during the past few years, costs are actually 
declining. What is happening?
Patrick Barkey: After averaging growth o f 7.6 percent per year 
nationally over the years 2001-2007, growth in total health 
care spending has fallen to just 4 percent in the years since. 
The rate has come down quietly for several years running, and 
we’re trying to figure out the reasons. The biggest questions 
are: Is it the recession? Is it the fact that more people are on 
high-deductible insurance plans? Is it the Affordable Care 
Act? The portion o f health care spending that has decreased 
is prescription drugs, a litde bit in doctor spending, and a 
litde bit in administrative costs. Health care spending in 
general, and Medicare in particular, have had slowdowns in
MBQ: Providing insurance for the uninsured is one of the major 
goals of the Affordable Care Act. What do we know about 
Montana’s uninsured?
Patrick Barkey: Actually, we know quite a bit — thanks 
to the Bureau’s survey on Montana’s uninsured. About 
190,000 people are uninsured, which is roughly 20 percent 
o f our population. The uninsured are disproportionately 
concentrated in the working age groups o f 18 to 64 years of 
age because many older and younger people are eligible for 
programs such as Medicare and Healthy Montana Kids. In 
the survey, we found that only 16 percent were uninsured by 
choice, and 76 percent said they were involuntarily uninsured. 
The three most mentioned reasons were low-wage jobs, the 
expense o f insurance, and unemployment. Only about 7 
percent o f the uninsured were young and healthy and may 




MBQ: Nonresident travelers are drawn to Montana’s 
mountains, lakes, rivers, open spaces, fishing, hunting, 
and skiing. Montana residents might be even more in tune 
with the natural environment. What kind of impact do 
Montanans have on the travel economy?
Norma Nickerson: Montanans are very active outdoors people. 
In a recent survey conducted by the Institute for Tourism 
and Recreation Research, 88 percent o f all Montana residents 
18 years o f age and older said they participated in outdoor 
recreation in the past year. This added up to over 4.2 million 
outdoor recreation person trips (their outdoor recreation 
trip had to be at least 50 miles away from home), with 
spending exceeding $210 million. That’s just in the outdoor 
recreation portion o f travel. For all pleasure travel within the 
state by residents, more than $833 million was direcdy spent 
within the state. In addition, 95 percent o f Montanans say 
that outdoor recreation is important to their quality o f  life. 
Montana draws people to the state for the quality o f life it 
offers, and that quality o f life is very much dependent on our 
natural environment.
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MBQ: What sort of impact did the government shutdown have 
on Montana’s travel and recreation business?
Norma Nickerson: The shutdown for the first two weeks 
o f October had the most significant impact on visitation 
to Montanas national parks. Compared to October o f the 
previous year, Montanas parks were down 64 percent for the 
month o f October. Businesses in all the gateway communities 
(Gardiner, Cooke City, West Yellowstone, West Glacier, East 
Glacier, St. Marys, as well as Kalispell and Whitefish) noticed 
the reduction o f visitors to their communities more than 
other communities around the state. Many businesses said 
that 2013 was going to be a blockbuster year for them, but 
the shutdown caused it to simply be a good year. In other 
words, 2013 was a good year, but it was going to be a great year.
Other trends we noticed in October 2013 compared 
to October 2012 showed a 6 percent decrease in airline 
deboardings around the state, a 7 percent decrease in Amtrak 
ridership, and accommodations around the state were down 
5 percent. While it is not possible to positively connect these 
decreases to the government shutdown, all indicators point to 
it being the likely cause o f the downturn.
MBQ: What will 2014 look like for Montana tourism?
Norma Nickerson: This year is projected to be another good 
travel and tourism year in the nation as well as in Montana. 
We are expecting at least a 2 percent increase in domestic 
travel to Montana. That number could even go as high as 
4 percent, depending on several factors. First, the exchange 
rate with Canada has been creeping upward over the past 
few weeks. People from Alberta have become the number 
one vacationer in Montana, and much o f that is related to 
the relatively even exchange rate our two countries have 
experienced over the past few years. If that were to change, 
we might see fewer Canadians enjoying our recreation and 
shopping opportunities. Second, 10,000 people a day are 
retiring. These “young” older Americans have the money, 
time, health, and desire to travel. Montana has opportunities 
for these folks to have memorable vacation experiences and 
we believe they will be “checking this one off the bucket 
list” for many years to come. Finally, international travel is 
expected to increase 5 percent at the national level. Some of 
these visitors do find their way to Montana, and for many of 
them, Yellowstone is a “must see” for people all over the world.
Agriculture
George Haynes
MBQ: This seems to have been a record year for farming in 
Montana. What factors have come together to make this happen?
George Haynes: Timely moisture in May and June complemented 
by adequate moisture during the summer led to near 
record crop and livestock production in Montana. Cow-calf 
producers received prices well above historical averages, 
while crop producers received somewhat lower prices than 
one year earlier, but above historical averages. Montana 
livestock producers have been the net beneficiaries o f drought 
conditions in other important livestock-producing regions 
o f the U.S. over the past three years, which has lowered total 
cattle numbers to 1951 levels. While beef packers and catde 
feeders have absorbed red ink over much o f 2013, cow-calf 
producers have had reasonably good pasture conditions and 
increased demand for their calves.
MBQ: Big grocery retailers like Costco and Walmart - and some 
of our trading partners - won’t buy beef unless it’s been verified. 
How will this verification process affect the beef market?
George Haynes: Source verification is an important quality 
concern for the major retailers and export customers for all 
agricultural products. Beef presents its own set o f  challenges 
because o f the movement o f cattle from the farm to the 
feedlot, the packing plant, the wholesale facility, the retail 
store, and to the consumer. Source verification can be 
accomplished with accessible technologies available in the 
U.S., Canada, and other more developed countries. Source 
verification will likely reduce the supply o f beef imported 
from less developed countries if their producers are unable 
to source verify. I’m most concerned that source verification, 
through Country o f Origin Labeling (COOL), may become a 
substantial international trade issue.
MBQ: How will the recently signed 2014 Farm Bill impact 
agricultural policy and the U.S. economy?
George Haynes: The 2014 Farm Bill introduces more 
“insurance-type” products into farm programs, effectively 
strengthening the safety net. The insurance afforded by the 
2014 Farm Bill provides substantial subsidies to provide 
income stability to Montana farm and ranch households and 
the rural communities where they reside.
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Forest Products
Todd Morgan
MBQ: The housing market has shaped up quite a bit in 
the past year. What does this mean for Montana’s forest 
products industry?
Todd Morgan: The housing recovery is encouraging news for 
wood products manufacturers. Overall gains in U.S. housing 
and wood products demand translated into continued 
improvements and gradual recovery. Several o f  the larger 
wood products mills in Montana went to longer work weeks 
or more shifts to meet demand. Plum Creek re-opened the 
sawmill in Evergreen, and no major facilities closed during 
2013. Total forest industry employment during 2013 was up 
a little over 2 percent from 2012, and labor income in 2013 
was about 4 percent higher than in the previous year.
MBQ: What sort of challenges will the forest products industry 
face in responding to positive market signals?
Todd Morgan: Timber availability is going to be a major issue 
in 2014 and going forward. Without a reliable and affordable 
supply o f timber, mills cannot respond to increasing 
demand for wood products. Two-thirds o f wood products 
firms responding to the Bureau’s annual survey o f Montana 
manufacturers indicated that raw material availability is a 
very important issue to their firm. Half o f  the respondents 
indicated log supply was a major issue that affected their 
facility in 2013 and will affect them in 2014. One-third 
o f Montana wood products firms indicated availability o f 
timber was the most significant barrier to new businesses or 
expansion o f their existing business.
Manufacturing
Todd Morgan
MBQ: Manufacturing in Montana has been growing steadily for 
the past few years. What role do manufacturing jobs play in our 
state’s economy?
Todd Morgan: Manufacturing jobs pay better than average 
wages in Montana — about 20 percent higher than the 
average job. Manufacturing wages are about $49,000 per year 
compared to the average for all sectors o f  about $41,000. In 
addition to relatively high wages, manufacturing produced 
significant added value to Montanas economy. Manufacturing
also has a high employment multiplier. There are about 
2.3 other jobs created in the Montana economy as a result 
o f  each manufacturing job, and an earning multiplier o f 
about $1.70 is created in another Montana industry for each 
dollar that’s earned by manufacturing employees in the state. 
Manufacturing has good bang for the buck, so to speak.
MBQ: What were some of the most important things the Bureau 
learned from the annual manufacturers’ survey?
Todd Morgan: This year, the Bureau had 170 survey 
respondents, a 76 percent response rate from the states 
largest manufacturers (which account for 30 percent o f 
manufacturing employment in the state). Most o f the 
respondents indicated that 2013 was as good or better 
for their firm than 2012. More than 40 percent o f firms 
indicated increased sales and production during 2013, and 
less than one-quarter o f firms reported declines in profits — 
a marked improvement from 2011 and 2012 when more 
than 30 percent o f firms reported lower profits. Other signs 
o f ongoing improvements among Montana manufacturers 
included: 50 percent o f  those surveyed reported making 
major capital expenditures in 2013 versus 40 percent in 2012, 
27 percent reported new product lines, and 91 percent 
reported that they did not eliminate any capacity. However,
18 percent o f the firms surveyed indicated they temporarily 
curtailed production during 2013, and 18 percent indicated 
a shortage o f workers during the year. Health care and 
insurance costs, a lack o f qualified workers, cost and 
availability o f raw materials, worker compensation rates, 
general economic conditions, and uncertainty related to 
federal policy changes were frequently identified as major 
issues that affected respondents’ businesses during 2013.
Housing
Scott Rickard
MBQ: How do 2013 home sales and home prices compare to 
last year?
Scott Rickard: According to the Montana Association o f 
Realtors, the number o f  single-family homes sold in all urban 
areas served by Montana realtors increased by 13 percent 
between 2012 and 2013 to 9,733 sales. Average prices 
increased overall by 7 percent to $254,000.
MBQ: How did home sales differ from county to county?
Scott Rickard: For the urban areas, sales increases ranged by 
6 percent to 7 percent in Cascade and Butte/Silverbow to 16 
percent to 19 percent for Missoula, Flathead, and other parts
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of northwestern Montana. Individually, most urban areas 
experienced a 5 percent to 10 percent rise in median prices, 
with the exceptions o f Cascade County (1 percent increase) 
and Gallatin (up 13 percent).
MBQ: What’s your outlook for the housing market in 2014?
Scott Rickard: It looks good. Trends in sales and prices are 
positive. The statistics on building permits suggest new 
residential construction will continue to grow, albeit from 
lower levels than a few years ago. Interest rates will likely 
increase a litde, but not enough to really drive interested 
people out o f the market. I am fairly optimistic.
Energy
Terry Johnson
MBQ: What are some of the major developments in energy 
this year?
Terry Johnson: A lot has happened in the energy industry in 
the past year. 1) Last spring the U.S. Geological Survey more 
than doubled their assessment o f undiscovered oil from 3.65 
billion barrels o f  oil to 7.38 billion barrels. 2) Northwestern 
Energy proposed purchasing 11 hydropower dams from PPL. 
3) Natural gas prices increased. 4) C02 injections began in an 
effort to enhance recovery from old wells. 5) Montanas largest 
wind farm owner brought suit against a California energy 
company.
MBQ: What are some of the issues oil producers are facing?
Terry Johnson: Transportation is a major issue for producers as 
oil production continues to increase. How do you get the oil 
from the production site to market? The traditional method 
has been through pipelines, but it is no longer adequate. 
Without an adequate transportation system, producers can 
choose to stop production or discount prices. A lot o f oil 
is now being transported by rail, and in 2014, almost two- 
thirds o f the oil transported from the Williston Basin will be 
transported by rail.
MBQ: What is the outlook for Montana’s energy industry?
Terry Johnson: The outlook for oil is very promising. 
Production should increase because o f drilling efficiencies 
and new transportation options. Coal should remain stable 
though under pressure from environmental regulations; 
natural gas will increase because o f that pressure. Minerals will 
probably be down because o f weak commodity prices.
MBQ: Montana ranks 49th out of the 50 states in wage scale, 
besting only Mississippi. What is the best way to create high- 
paying jobs in Montana?
Greg Gianforte: I have become convinced that the high- 
tech industry represents the largest single opportunity for 
Montana to create the most number o f high-paying jobs 
for all Montana communities. One reason high tech is such 
an opportunity for Montana is that the Internet removes 
geography as a constraint. Previously Montana has been 
too remote to effectively participate in certain industries.
Not so with the high-tech industry. In high-tech businesses, 
innovation is king, and what better location to innovate than 
Montana? At RightNow we proved you do not have to be in 
Silicon Valley to succeed.
MBQ: At RightNow you employed 1,100 people (half of them 
in Bozeman) and paid them average wages of about $86,000. 
Were your employees mostly computer techies?
Greg Gianforte: Some think that high-tech businesses only 
employ techies. Yet at RightNow, only about 10 percent 
o f our total expenses were spent on software development 
(that was where we needed the computer science grads). The 
remainder o f our expenses were spent on marketing, sales, 
customer service, accounting, and administration. The fact 
that most o f our expenses were spent outside o f software 
development meant that most o f the job opportunities we 
created were for accountants, marketing staff, sales people, 
and even a few lawyers. High-tech businesses need people of 
all stripes, and this creates opportunities for all Montanans.
MBQ: What do we need to do to promote high-tech business in 
the state?
Greg Gianforte: First, we need to encourage and support high- 
tech entrepreneurs. Secondly, we need to educate our kids 
effectively for the jobs o f the future, including jobs in high 
tech. I look forward to working on this opportunity over the 
next 20 years. Q
Read about the econom ists and experts interviewed in  this article 
on page 8.




Patrick M. Barkey is the director o f  the Bureau o f 
Business and Economic Research. He has been involved 
with economic forecasting for more than 25 years, both 
in the private and public sector. He previously served 
as director o f  the Bureau o f  Business Research at Ball State University 
in Indiana for 14 years, overseeing and participating in a wide variety o f  
projects in labor market research and state and regional economic policy 
issues. He attended the University o f  Michigan, receiving a B.A. (1979) and 
Ph.D. (1986) in economics. 
patrick.barkey@business.umt.edu
manufacturing throughout the western United States. He is also active in 
the Missoula and national chapters o f  the Society o f  American Foresters. 
Morgan earned a B.A. in philosophy and a B.S. in forest science at 
Pennsylvania State University before completing an M.S. in forestry at the 
University o f  Montana. 
todd.morgan@business.umt.edu
Montana wage o f  $86,000 before being purchased by Oracle in 2012. 
RightNow was his fifth high-tech start-up. Currently Greg splits his time 
between mentoring Montana entrepreneurs, philanthropic work through 
the Gianforte Family Foundation and service on various for-profit and not- 
for-profit boards. He and Susan have four children. He also tries to hunt or 
fish at least one day per week.
George Haynes is a professor and extension specialist 
in the Department o f Agricultural Economics and 
Economics at Montana State University. He holds a B.S. 
from the University o f  Montana, an M.S. from Montana 
State University, and a Ph.D. from Cornell University. As a faculty member in 
the Department o f  Health and Human Development at MSU from 1994 to 
2006, Professor Haynes has taught courses ranging from research methods 
to small business management He joined the faculty in the Department o f 
Agricultural Economics and Economics at MSU in 2006. 
ghaynes@montana.edu
Terry Johnson served the state o f  Montana for more 
than 39 years as an economist, statistician, and most 
recendy as principal financial analyst for the Montana 
Legislature. Johnson earned a B.S. in mathematics from 
Montana State University and developed expertise in economic analysis 
and government finance. In July 2004, he became the first Montanan to 
receive a national award from the National Council o f  State Legislatures in 
recognition o f  his achievements in revenue forecasting, state fiscal and tax 
policy analysis.
terry.johnson@business.umt.edu
N orm a P. N ickerson serves as director o f  the Institute 
for Tourism and Recreation Research and has been 
a research professor in the College o f  Forestry and 
Conservation at the University o f  Montana since 1995. 
She attended the University o f  North Dakota for her undergraduate 
degree and the University o f  Utah for her master’s and doctorate degrees. 
norma.nickerson@umontana.edu
I  Paul E. Polzin is the former BBER director. Professor 
Polzin has studied the Montana economy extensively 
over the past 40 years. In addition to developing 
economic projections for the future, he conducts 
research on various long- and short-term economic trends in Montana. 
He grew up in Detroit, Michigan, and attended the University o f 
Michigan and Michigan State University. He was granted a Ph.D. in 
economics from Michigan State University in 1968. 
paul.polzin@business.umt.edu
Scott Rickard is the director o f  the Center for Applied 
Economic Research at Montana State University-Billings. 
The center produces economic, social science, and 
market research for state and local government and area 
businesses. Before joining MSU-Billings, Professor Rickard conducted 
economic research for several federal agencies and national retailers. He holds 
a Ph.D. in economics and a bachelor’s degree in systems analysis. 
srickard@msubillings.edu
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Greg Gianforte’s focus is creating high-paying jobs 
in Montana. He, along with his wife, Susan, founded 
RightNow Technologies in Bozeman in 1997. RightNow 
grew to more than 1,100 employees with an average
Todd A. Morgan is the Bureau’s director o f  Forest 
Industry Research and is a certified forester. He oversees 
and conducts research related to timber harvesting, 
logging utilization, and primary wood products
U.S. Economic Outlook
Is this Finally “Next Year”?
by P atrick  M . Barkey
T he Federal Reserve Bank does not make an official forecast o f the U.S. economy. But its 12 regional banks around the country do. And for three years 
running, the median o f those 12 forecasts has said the same 
thing -  sluggish growth this year, better growth next year. But 
each year in this sluggish recovery, the goalposts are moved 
back and we must again wait for better growth “next year.” 
Has “next year” finally arrived in 2014? There are 
promising signs. Business confidence is solidifying, 
hiring has been durable, and profits and cash on hand for 
businesses are plentiful. Households have been steadily 
shedding debt. The economy had growth above 4 percent in 
the third quarter o f 2013.
But 2014 will also be the year that the Federal Reserve 
eases back on the throttle o f  bond buying with printed 
money. Will those headwinds prevail? Here are the top 10 
things to expect for the national and global economies this 
year, courtesy o f forecasting firm IHS Global Insight:
1. U.S. growth will slowly speed up. Thanks to tax 
increases and sequestration, 2013 growth was in check.
Expect less fiscal headwinds and faster growth.
2. The European recovery will proceed, but at a very 
sluggish pace. The good news for Europe is that its trajectory 
will be upward. The bad news is that is isn’t very strong.
3. China’s growth rate will be 
sustained. Expect the second largest 
economy to stabilize its growth at 
around 8 percent this year, instead 
o f continuing to decelerate as once 
feared.
4. Other emerging markets will 
perform a little better. Better export 
markets will help stabilize falling 
growth rates in once high-flying 
developing economies.
5. Unemployment rates in the 
developed world will remain high.
Labor markets in Europe especially 
will remain at very elevated levels, 
while jobless rates in the U.S. continue 
to decline.
6. Commodity prices will go nowhere and inflation will 
remain a low-level threat. As developing counties stabilize, 
demand for commodities will strengthen slighdy, while excess 
capacity continues to short circuit general inflation fears.
7. The Federal Reserve will start scaling back its 
stimulus, while other central banks will likely wait or 
provide more stimulus. The U.S. and the U.K. will be out o f 
the gate first in unwinding stimulus, while Europe may go in 
the opposite direction.
8. Fiscal headwinds will ease. Federal budget deficit 
declines will likely end, as pushback to budget austerity in 
Europe mounts and the U.S. dials back sequestration.
9. The U.S. dollar will strengthen against most 
currencies. U.S. interest rates will rise slightly and this will be 
reflected in exchange rates.
10. There will be more upside risks than downside risks 
facing the global economy. The likelihood o f break-out 
growth in the U.S., the U.K., or Germany more than offsets the 
negative risks o f political events in places like the Middle East 
and Africa. □
Patrick M. Barkey is the director o f  the Bureau o f  Business and 
Econom ic Research.
Table 1








Q2 2012 2013 2014 2015 2016 1
Real GDP 
(Percent Change) 4.1 2.6 2.0 2.5 2.8 1.9 2.7 3.2 3.4
Federal Funds Rate (Percent) 0.08 0.09 0.09 0.09 0.14 0.11 0.09 0.35 2.15
Ten-Year Treasury Yield (Percent) 2.71 2.73 2.94 3.00 1.80 2.35 3.02 3.31 3.89
Oil Prices, Refiner Acquisition 
Cost (Dollars/Barrel) 109.8 109.3 106.1 104.5 111.8 108.7 104.1 99.2 99.2
Consumer Price Index 
(Percent Change 
Year- to-Yeai)
1.6 1.2 1.1 1.6 2.1 1.5 1.4 1.8 1.8
Housing Starts 
(Millions) 0.882 1.015 1.056 1.119 0.783 0.931 1.162 1.475 1.625
Consumer Sentiment 
(Univ. of Michigan) 81.6 76.9 79.1 81.0 76.5 79.2 82.7 91.5 91.7
Unemployment Rate (Percent) 7.3 7.1 6.8 6.6 8.1 7.4 6.5 5.9 5.4
* Forecasts as of Jan. 2014. 
Source: IHS Global Insight, Inc.
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Montana Profile
Total Population, 2013 1,015,165
Percent Change in Population, 2012-2013 1.0%
Median Age, 2012 39.9
Percent 65 or Older, 2012 15.2%
Percent of Population with Bachelor’s 
Degree or Higher, 2012 19.9%
Median Household Income, 2012 $45,072
Percent of Population without Health 
Insurance Coverage, 2012 17.9%
Unemployment Rate, November 2013 5.0%
Lived in a Different House in 2011 16%
S ou rc e s : American Community Survey, U.S. Census 
Bureau; Research and Analysis Bureau, Montana 
Department of Labor and Industry.
Montana Economic Outlook
The West is Back
by P atrick  M . Barkey
T he Bakken oil boom, good times for agriculture, and the Great Recession combined to produce an upside- down pattern o f growth across Montana over the past 
few years. Reversing a decades-long trend, it was the rural, 
eastern counties that led the state in growth and the more 
populous western counties that suffered the steepest declines. 
Not much has happened to significantly slow the vigorous 
oil-related growth in the east, but the big news in this 
economic oudook is that declines in the west are over. The 
drivers o f faster western growth are beginning to reappear, and 
Montanas metro areas west o f  the divide are again making a 
contribution to statewide growth.
Patterns of Growth in 2013
The past 12 months have seen rebounding economic 
fortunes across the western half o f  the country as well.
Measured by inflation-corrected total wages paid by 
employers to payroll employees, six o f the 11 states in the 
Western Census region saw faster economic growth in the 
12-month period ending in June 2013 than the rest o f 
the country, led by the strong resurgence o f the California 
economy, the nations largest. As shown in Figure 1,
Montanas growth o f 2.1 percent for the fiscal year 2013 
outpaced the non-western portion o f the country by half a 
percentage point.
The various performances o f the individual western states 
can be traced to developments specific to each, but two broad 
themes apply to all: the proximity to faster growing Asia 
and the recovery in residential housing markets. Those two 
themes help explain the better performance o f the western 
portions o f Montana as well. The bigger story in Montana, 
however, continues to be the roaring oil development on our 
eastern border.
Measured once again by growth in real wages, the states 
two fastest growing urban areas continue to be Gallatin 
(Bozeman) and Yellowstone (Billings) counties (Figure 2), 
but the reasons for their superior performance are markedly 
different. As we detail in the local oudook pieces in this 
booklet, much o f the froth in the Yellowstone County’s 
economy o f late is direcdy connected to Bakken-related 
activities, while Bozemans growth stems more from its earlier 
housing recovery and strength in both university and tourism- 
related spending.
But the movement o f the dots on the figure for Missoula 
and Flathead into the “expanding” quadrant o f the graph — 
showing growth over the past year, ending with growth in the 
final quarter — does mark a new development for the state s 
geographic pattern o f growth. Continuing to eclipse them all, 
however, is the rapid growth o f the non-urbanized counties 
that comprise the balance o f the state, dominated by growth 
in the oil patch counties. Their growth o f almost $ 180 million 
in inflation-corrected wages accounted for more than half o f 
Montanas overall wage growth.
Montana’s Economy Stuck to the Script
The data thus far indicate that in 2013 the state economy 
largely performed as we forecasted it would last year (Figure 
3). Construction had a very good year, although its gains were 
not uniformly spread throughout the state. Health care saw 
widespread growth, while public administration continued 
its slow declines across most state sector industry groupings,
16 registered positive real wage growth in the 12-month 
period ending in June last year, with sectors such as mining 
registering double-digit rates o f  growth.
That performance was supported by a national and global 
economic recovery that presented Montana businesses with a 
few surprises as well. While the federal government shutdown 
in October captured a lot o f  headlines, its impact on most
Figure 1
Growth in Real Wages by State, 
Western States, FY 2013 vs. FY 2012
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Source: U.S. Bureau of Labor Statistics and Bureau of Economic Analysis.
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Figure 2
Growth in Real Wages, Montana Urbanized Counties, FY 2013 vs. 
FY 2012 and 2013 Q2 vs. 2012 Q2
Percent Growth, 2013 Q2
Note: Size of bubble is proportional to total wages for each county.
parts o f the state was minimal. More important was the 
orderly nature o f the expected retreat o f agricultural, energy, 
and commodity prices (Figure 6).
Copper prices did soften significantly during the summer 
as Chinese demand wavered, while on the agricultural side 
barley prices saw a significant decline. But the declines were 
largely contained as fears o f a rapid decline in developing 
Asian economies proved to be overblown.
Another closely watched part o f the economy has been 
construction, which we forecast to pick up significantly with 
the recovery in housing. That forecast did largely pan out, 
but much o f the increase was energy-related infrastructure 
projects, most notably in Billings. Residential construction 
has been slower out o f the gate in most markets, with the
exception o f Gallatin County and most recendy, Flathead 
County. The increase in 30-year fixed rate mortgages that 
occurred during the early summer was an unanticipated 
obstacle.
Factors Shaping the Outlook
Growth in Montanas inflation-corrected nonfarm earnings 
was pushed up in 2012 by two one-time events — the sale 
o f RightNow Technologies to Oracle and the change in the 
federal tax treatment o f capital gains effective in 2013. The 
latter pushed taxpayers to realize gains before the end o f 
2012, to lower their tax bills. Both o f these events pumped up 
growth in 2012 at the expense o f growth in 2013.
We are continuing to project a gradual acceleration in the
Figure 3
Actual and Projected Change in Nonfarm Earnings, 
Montana, 2002-2013
Sources: Bureau of Business and Economic Research, University of Montana; 
Bureau of Economic Analysis, U.S. Department of Commerce
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Figure 4
Earnings in Basic Industries, Montana, 
2011-2013, Percent of Total
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
Figure 5
Actual and Projected Change in 
Nonfarm Earnings, Montana, 
2010-2017
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
state economy, which is the net effect o f  a number o f factors 
that shape the forecast, including:
• the continued maturation o f energy-related activities 
along the eastern border, resulting in very modest 
declines in rig counts and new wells as companies strive 
to increase efficiencies and contain costs,
• continued improvement in home building, with 
associated impacts on banking, services, and building 
supplies industries,
• softness in government growth, particularly the federal 
government s military and non-military activities in line, 
with expected fiscal pressures on Congress to reduce so- 
called discretionary spending, and
• the stabilization o f global growth, particularly in 
developing Asia, which will contain any further erosion 
in commodity prices important to Montana producers.
The national economy could yet surprise us with a year of 
breakout growth in 2014, as some o f the more courageous 
forecasters are beginning to call for. Faster growth in 
consumer spending nationally could give an extra boost to 
Montanas nonresident travel industry in particular. Our 
expectation, however, is that 2014 will be another year where 
Montanas economy outperforms the nation. Q
Patrick M. Barkey is the director o f  the Bureau ofBusiness and 
Econom ic Research.
Figure 6
Commodity Prices, January 2007 - November 2013, Index, January 2008 = 100
Metals Prices Agricultural Prices
Source: International Monetary Fund.
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Butte-Silver Bow County Profile
Total Population, 2013 34,500
Percent Change in Population, 2012-2013 0.3%
Median Age, 2012 41.7
Percent 65 or Older, 2012 16.3%
Percent of Population with Bachelor’s i r 7%
Degree or Higher, 2012
Median Household Income, 2012 $37,417
Percent of Population without Health 2%
Insurance Coverage, 2012
Unemployment Rate, November 2013 4.8%
Lived in a Different House in 2011 18.6%
Sources: American Community Survey, U.S. Census 
Bureau; Research and Analysis Bureau, Montana 
Department of Labor and Industry.
V
Silver Bow-Deer Lodge Economy
Serving Southwestern Montana
by P au l E. P olzin
T he economies o f Butte and Anaconda have long been intertwined. Copper used to be the connecting link; it was mined in Silver Bow County and refined in 
Deer Lodge County. But now the connection is workers. Each 
day about 700 people travel from Deer Lodge County to a 
job in Silver Bow County. In addition, there is the reverse 
flow o f about 450 workers who live in the Silver Bow County 
but work in Deer Lodge County.
The Silver Bow-Deer Lodge economy also provides jobs 
to others living in southwestern Montana. Every day, almost 
400 commute from Jefferson County, roughly 350 travel from 
Beaverhead County, around 300 come from Powell County, 
and about 160 from Madison County.
The largest basic industry is mining, accounting for 
roughly 28 percent o f the local economic base. State 
government is second at 20 percent; it includes Montana 
Tech in Butte and the state hospital at Warm Springs. The 
utility industry represents about 20 percent o f the economic 
base and mostly consists o f  the headquarters o f  Northwestern 
Energy.
The state government and utility industries are 
traditionally relatively stable and help to buffer volatility in 
other basic industries. Even though mining employment 
has remained stable since the mid-2000s, worker earnings
plummeted in 2009, but have now regained their pre- 
recession levels. This may reflect the bonuses paid (or not 
paid) depending on world copper prices.
Manufacturing continues strong. Seacast is expanding 
its partnership with GE Aviation to build tubes, ducts, and 
other small fabricated metal parts for jet engines. REC Silicon 
operates on the ever-volatile and uncertain market where 
political considerations are always part o f  the equation.
Future growth rates in the Silver Bow-Deer Lodge 
economy depend crucially on the price o f copper and 
other commodities. At the moment, the current trends are 
not favorable. In addition, the Golden Sunlight Mine in 
neighboring Jefferson County has been reducing its workforce 
and the long-term outlook is uncertain, but state regulators 
have approved an expansion plan should prices improve.
These scenarios suggest that our forecast o f  roughly 2 percent 
growth from 2014 to 2017 may be optimistic. □
Pau l E. P olzin  is the director emeritus a t the Bureau o f  
Business an d E conom ic Research.
Figure 1
Earnings in Basic Industries, 
Silver Bow County 2011-2013, 
Percent of Total
Figure 2
Actual and Projected Change in 
Nonfarm Earnings, Silver Bow County, 
2010-2017
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
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Cascade County
Stability, Stability, Stability
by P au l E. P olzin
G reat Falls continues as the dominant urban area in north central Montana. Local health care providers and other business people serve clients from 
Choteau and Shelby in the west to Glasgow and Jordan in 
the east. This broad market area, combined with the stability 
o f the military, has meant that the Cascade County economy 
escaped most o f the ups and downs associated with the Great 
Recession. On the other hand, this mix o f basic industries 
has not led to robust economic growth. Most figures for 
2012 show almost no increase, while the 2013 data report 
an increase o f about 2.0 percent. This is the slowest two-year 
growth among Montanas urban areas.
Using nonfarm earnings as the measuring stick, federal 
military accounts for slightly less than one-half o f  the 
economic base. Malmstrom AFB accounts for most o f this 
figure, but also included are the Montana Air National Guard 
and civilian contractors for the Department o f Defense.
This method probably overstates the true importance o f 
Malmstrom because many service people patronize the base 
exchange and other on-base establishments, which have 
few connections to the local economy. Nevertheless, federal 
military continues as the largest single basic industry, and 
any cutbacks or closures would significantly impact the local 
economy.
Cascade County’s economic base is diversifying. The 
aircraft maintenance and repair company located on Gore 
Hill continues to expand its operation. A new manufacturing
Figure 1
Earnings in Basic Industries, Cascade 
County, 2011-2013,
Percent of Total
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
company serving the oil sands development in northern 
Alberta is currently hiring workers and should begin 
production shortly. Other businesses have been recruited 
to Great Falls but have not yet shown up in the data. On 
the negative side, there was a sizable decline in construction 
between 2012 and 2013.
The Cascade County economy is projected to grow from 
2.0 percent to roughly 2.1 to 2.4 percent per year between 
2014 and 2017. □
Pau l E. P olzin  is the director emeritus a t the Bureau o f  
Business an d  E conom ic Research.
1 Cascade County Profile
Total Population, 2013 82,400
Percent Change in Population, 2012-2013 0.8%
Median Age, 2012 38.9
Percent 65 or Older, 2012 15.8%
Percent of Population with Bachelor's 
Degree or Higher, 2012 16.2%
Median Household Income, 2012 $44,116
Percent of Population without Health 
Insurance Coverage, 2012 15.4%
Unemployment Rate, November 2013 4.3%
Lived in a Different House in 2011 18.2%
Sources: American Community Survey, U.S. Census 
Bureau; Research and Analysis Bureau, Montana 
Department of Labor and Industry.
Figure 2
Actual and Projected Change in 
Nonfarm Earnings, Cascade County, 
2010-2017
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
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Fergus County Outlook
Recovering from Recession
by P au l E. P olzin
he Great Recession hit the Lewistown economy, 
with the greatest impacts in construction and 
manufacturing. But beginning in 2011 and 
continuing to 2013, the local economy began a strong 
rebound, ending with almost 5 percent growth in 2013.
Once again, construction and manufacturing led the recovery. 
In 2013, there were large increases in retail trade and health 
care, leading to the highest annual growth rate in a decade. 
The forecast is for slightly slower growth in 2014, but this is 
partially due to the way percent change calculations are made. 
Simply maintaining the new higher level o f  activity yields a 
lower percent change.
Manufacturing remains large and diverse for a small rural 
economy. It accounts for almost 20 percent o f the economic 
base. Manufacturing was the largest basic industry in Fergus 
County until the recent recovery on farms and ranches.
The largest manufacturing firms include fabricated metal 
manufacturing, a commercial refrigeration manufacturer, 
and a firm producing plastic and rubber products. All three 
manufacturing sectors have experienced recent growth. The 
recession impacts on manufacturing were primarily in terms
o f wages rather than employment. At their lowest point, 
wages (adjusted for inflation) dropped about 15 percent while 
employment decreased only 6 percent.
The agricultural sector includes not only farms and ranches 
but also the firms that directly supply them. For example, 
farm implement dealers are technically classified in wholesale 
trade. These farm and ranch suppliers began to expand as 
agricultural sector conditions improved in the mid to late 
years o f the last decade. Even so, there remains significant 
year-to-year volatility in agriculture.
State and federal governments have a variety o f regional 
service facilities in and near Lewistown. Taken together, these 
government agencies account for almost 40 percent o f the 
economic base.
Over the 2015 to 2017 period, growth is projected to 
average about 2.5 percent per year. The actual figures may 
vary due to the volatility in agriculture. □
Paul E. P olzin  is the director emeritus a t the Bureau o f  
Business an d E conom ic Research.
| Fergus County Profile
Total Population, 2013 11,435
Percent Change in Population, 2011-2012 -0.5%
Median Age, 2012 48.1
Percent 65 or Older, 2012 22%
Percent of Population with Bachelor's 
Degree or Higher, 2012 16.3%
Median Household Income, 2012 $29,276
Percent of Population without Health 
Insurance Coverage, 2012 19.1%
Unemployment Rate, November 2013 4.3%
Uved in a Different House in 2011 12.4%
Figure 1
Earnings in Basic Industries, Fergus 
County, 2011-2013, Percent of Total
Sources: American Community Survey, U.S. Census 
Bureau; Research and Analysis Bureau, Montana 
Department of Labor and Industry.
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
Figure 2
Actual and Projected Change in 
Nonfarm Earnings, Fergus County, 
2010-2017
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
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Climbing Out of the Recession Hole
by P au l E. P olzin
T he Great Recession hit the Flathead economy hard. But, unlike some other parts o f western Montana, the Flathead economy recovered quickly and is 
now growing moderately. Beginning in 2008, the Flathead 
economy was pummeled by:
• a one-third decline in construction activity;
• significant layoffs in the wood products industry;
• a sizable drop o f nonresident visitors;
• the mothballing o f the aluminum refinery; and,
• shift reductions and layoffs at the major high-tech 
manufacturing plant.
After two years o f declines, including an almost 10 percent 
decrease in 2009, the Flathead economy posted 1 percent to 3 
percent growth each year from 2010 to 2013.
To a large extent, the recent growth was due to reversals o f 
the recession-caused declines. For example:
• Construction has begun to inch upward, but has a long 
way to go before regaining pre-recession levels.
• The rekindling o f home building nationwide is slowly 
bringing the wood products industry back to life.
• The improved U.S. economy means that people are 
once again traveling.
• Better worldwide economic trends have improved 
conditions in high-tech manufacturing.
The emergence o f Kalispell as a regional trade and service 
center has added an additional dimension to the economic 
base o f Flathead County. The additional retail opportunities 
along North 93 have not only attracted nonresident shoppers 
but also mean that locals do not need to travel to Missoula 
or Spokane to find diversity. The most recent data suggest 
that the health care industry now attracts more dollars than 
it sends to other medical centers, such as Missoula and 
Great Falls. There is some evidence that more Canadians are 
crossing the border for elective procedures.
The Flathead outlook incorporates continued improvement 
in home construction (although not a return to pre-recession 
levels), a gradual increase in wood products as workers return 
and hours increase, and continuation o f worldwide market 
trends for high-tech products. Nonresident travel will also 
respond to the growing U.S. economy. Nonfarm labor income 
is projected to increase about 2.9 percent in 2014 and then 
continue to grow at an average o f slightly less than 3 percent 
per year from 2015 to 2017. □
Paul E. Polzin  is the director emeritus a t the Bureau o f  
Business an d E conom ic Research.
1 Flathead County Profile
Total Population, 2013 93,100
Percent Change In Population, 2012-2013 1.6%
Median Age, 2012 41.4
Percent 65 or Older, 2012 15.0%
Percent of Population with Bachelor’s 
Degree or Higher, 2012 19.7%
Median Household Income, 2012 $44,734
Percent of Population without Health 
Insurance Coverage, 2012 22.1%
Unemployment Rate, November 2013 7.3%
Lived In a Different House in 2011 9.1%
Sources: American Community Survey, U.S. Census 
Bureau; Research and Analysis Bureau, Montana 
Department of Labor and Industry.
Figure 1
Earnings in Basic Industries, Flathead 
County, 2011-2013, Percent of Total
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis. U.S. Department of Commerce.
Figure 2
Actual and Projected Change in 
Nonfarm Earnings, Flathead County, 
2010-2017
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
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Gallatin County
Data Muddied by RightNow Technologies Sale
by P au l E. P olzin
T he economic growth figures for Gallatin County received a one-time boost due to the sales o f RightNow Technologies to Oracle. Because o f the 
way in which the U.S. Bureau o f Labor Statistics counts 
things, the stock options o f RightNow employees were 
included in reported wages during 2011 and 2012. The 
negative growth in 2013 is simply the arithmetic consequence 
of the large one-time increases in earlier years. Even after 
correcting for this event, Gallatin County is tied with 
Flathead County and trails only Bakken-fueled Yellowstone 
County in terms o f overall economic growth since the 
recession trough in 2009.
Gallatin County’s construction industry was particularly 
hard hit and has recently only shown a hint o f recovery. The 
recent growth has been due to stability in the traditional basic 
industries such as Montana State University, nonresident 
travel, and high-tech manufacturing combined with robust 
expansion in Bozemans role as a regional trade and service 
center.
Montana State University is the largest basic industry in 
Gallatin County, accounting for about 32 percent o f total 
basic earnings. Growth in contract research rather than 
state funding has maintained the contribution o f MSU 
despite wage freezes and other recession-related impacts 
on government. Bozemans high-tech sector includes firms 
in manufacturing and professional services (software), and 
accounts for another 32 percent o f basic earnings.
Figure 1
Earnings in Basic Industries, Gallatin 
County, 2011-2013, Percent of Total
The forecasts call for increases to be 4 percent or greater 
between 2014 and 2017. Gallatin County is projected to be 
the fastest growing urban area in the state. The end o f the 
wage freeze at Montana State University, continued moderate 
recovery in construction, increases in nonresident travel as 
Americans once again take vacations, and strength in the 
high-tech industries will fuel the economic growth. LJ
Pau l E. Polzin  is the director emeritus a t the Bureau o f  
Business an d  E conom ic Research.
1 Gallatin County Profile
Total Population, 2013 94,700
Percent Change in Population, 2012-2013 2.3%
Median Age, 2012 32.8
Percent 65 or Older, 2012 9.9%
Percent of Population with Bachelor’s 
Degree or Higher, 2012 31.4%
Median Household Income, 2012 $51,911
Percent of Population without Health 
Insurance Coverage, 2012 13.2%
Unemployment Rate, November 2013 4.7%
Lived in a Different House in 2011 24.6%
Sources: American Community Survey, U.S. Census 
Bureau; Research and Analysis Bureau, Montana 
Department of Labor and Industry.
Figure 2
Actual and Projected Change in 
Nonfarm Earnings, Gallatin County, 
2010-2017
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
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Hill County Outlook
Recession Barely Noticeable
by P au l E. P olzin
T he Great Recession was barely noticeable in Hill County. There were only two years with little or 
no growth in income. Beginning in 2010, 
there has been consistent and moderate 
growth. Nonfarm earnings in 2013 
stood at more than 9 percent above their 
prerecession peak in 2007. Employment 
is a different story, however. The national 
trend o f lethargic employment growth 
is reflected in the Hill County data.
The number o f nonfarm jobs in 2013 is 
barely larger than the figure for 2007.
Energy has always been an important 
economic driver in Hill County. It accounts for about 7 
percent o f the local economic base. Future growth is less likely 
to be from the direct impacts from oil and gas extraction 
and more likely to be the indirect effects from energy 
transportation. Low U.S. natural gas prices have deterred 
new drilling in North Central Montana, and extraction levels 
have gradually declined from existing wells. Even so, during 
2013 about 4.9 million cubic feet o f  natural gas was produced 
in Hill County, making it the fifth largest producer and 
representing about 4.9 percent o f the statewide total.
Railroads account for about 28 percent o f the Hill 
County’s economic base and are the largest single component. 
BNSF has announced significant new hiring as a result 
o f  increases in energy (oil and coal), agricultural and 
transcontinental traffic. The real question is how many o f
these new workers will be based in the 
Havre area. Our forecasts incorporate a 
moderate increase in railroad jobs, but 
our projections may be too low if more 
o f these jobs materialize locally.
Agriculture and closely linked 
industries (such as farm equipment 
dealers) represent about 26 percent 
o f Hill County’s economic base. The 
last half decade has seen record crops 
and strong prices. The current outlook 
is for slightly weaker conditions, but 
only moderately less than the record 
breaking levels o f  recent years.
State government accounts for about 13 percent o f the 
economic base and includes MSU Northern plus regional 
offices for several state agencies. Federal workers represent 
about 14 percent o f the economic base and Include homeland 
security employees (U.S. Border Patrol), whose number 
increased significantly over the last decade.
Growth is projected to be about 1.1 percent in 2014, and 
then average about 1.7 percent per year from 2014 to 2017. 
But these forecasts may be too low if there is a sizable increase 
in railroad jobs. G
Paul E. Polzin  is the director emeritus a t the Bureau o f  
Business an d  E conom ic Research.
1 Hill County Profile
Total Population, 2013 16,366
Percent Change in Population, 2011-2012 -0.2%
Median Age, 2012 35.2
Percent 65 or Older, 2012 12.8%
Percent of Population with Bachelor’s 
Degree or Higher, 2012 14.0%
Median Household Income, 2012 $42,875
Percent of Population without Health 
Insurance Coverage, 2012 21.6%
Unemployment Rate, November 2013 6.2%
Lived in a Different House in 2011. 14.2%
Sources: American Community Survey, U.S. Census 
Bureau; Research and Analysis Bureau, Montana 
Department of Labor and Industry.
Figure 1
Earnings in Basic Industries, Hill 
County, 2011-2013, Percent of Total
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
Figure 2
Actual and Projected Change in Nonfarm 
Earnings, Hill County, 2010-2017
8.0% Actual Projected6.5% ■
5.0% I  
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Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
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Lewis and Clark County Outlook
Something Old, Something New
by P atrick  M . Barkey
The history o f gold mining is all around Helena,from its buildings to its street names and its famous families. But this very old piece o f the economy 
was in the news in 2013, in an unfortunate way, as sinking 
gold prices claimed a casualty with the closure o f the 
Drumlummon mine in Marysville at the mid-point o f the 
year. Once thought to be a candidate for expansion, the 
shutdown brought at least a temporary end to a boom and 
bust activity that dates back more than 140 years.
As an economic event, however, the mines closure was 
more than offset by surprisingly strong growth in what — in 
relative terms at least — might be called the “new” Helena 
economy. That is the vibrant health care, government, and 
government-related services industries.
The story o f the Lewis and Clark economy over the years 
since the recession began can be divided into three pieces, 
as shown in Figure 3. During the recession and early in the 
recovery, the economy — as measured by inflation-corrected 
wages and salaries — continued to grow even as the state’s 
economy declined, thanks largely to money from federal 
stimulus projects arriving in the state capital. This growth 
turned to stagnation in 2009-10 as the state government pay 
freeze and other austerity actions took hold.
Growth in wages and salaries has been rekindled in the 
past two years, thanks to road building and commercial
construction, services growth, and an uptick in government 
payrolls. The last development has come about due to a 
reconcentration o f state government activity in the capital 
rather than growth in government itself.
Our forecast continues to see strong headwinds to 
government growth, particularly at the federal level. Data will 
also soon reflect the impact o f the Drumlummon closure. We 
expect growth in Lewis and Clark County to fall short o f the 
state average in the years ahead. □
Patrick M. Barkey is the director o f  the Bureau o f  Business and 
Econom ic Research.
1 Lewis & Clark County Profile
Total Population, 2013 65,300
Percent Change in Population, 2012-2013 0.7%
Median Age, 2012 40.4
Percent 65 or Older, 2012 14.3%
Percent of Population with Bachelor’s 
Degree or Higher, 2012 25.0%
Median Household Income, 2012 $54,139
Percent of Population without Health 
Insurance Coverage, 2012 10.7%
Unemployment Rate, November 2013 3.8%
Lived in a Different House in 2011 15.1%
Sources: American Community Survey, U.S. Census 
Bureau; Research and Analysis Bureau, Montana 
Department of Labor and Industry.
Figure 1
Earnings in Basic Industries, 
Lewis & Clark County, 
2011-2013, Percent of Total
Figure 2
Actual and Projected Change in 
Nonfarm Earnings, Lewis & Clark 
County, 2010-2017
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department 
of Commerce.
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 





Note: Data are seasonally adjusted, 3 quarter moving average.
U.S. Bureau of Labor Statistics and Bureau of 
Economic Analysis
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Missoula County
Better Growth Ahead
by P atrick  M . Barkey
T o refer to Missoula’s economic performance over the past five years as death by a thousand cuts would not be exactly correct. Montanas second largest 
economy, home to one o f the two flagship state universities as 
well as the states second largest health care delivery market, 
is still very much alive. Growing, in fact. Yet the gradual, 
incremental nature o f its slow decline and now its sluggish 
recovery is consistent with this image o f a major negative 
change that comes about in small increments.
On the recession side o f the ledger, the fact that change 
was gradual was welcome. As housing bust areas such as 
Flathead and Ravalli counties suffered steep declines, the 
stabilizing influence o f Missoula’s university and government 
base helped produce a less painful contraction. Moderation 
on the upside has been less desirable. With growth in the state 
as a whole swinging up more strongly, Missoula’s expansion is 
stuck in a lower gear.
But only a year ago growth itself was hard to find, 
particularly income growth. 2013 was a better year for 
Missoula’s banks, transportation companies, and to a lesser 
extent, tourism spending. Health care grew strongly and, 
despite the headlines, the university was mostly stable. 
Construction was the big disappointment, with no sign yet 
that home building is taking off. Missoula’s remaining wood 
product and related manufacturers are benefitting from the 
pickup in national home building, however, starting 2013 
with much better sales.
Missoula is poised for a better growth year in 2014. Its 
housing prices have rebounded, setting the stage for a ramp-up 
in building multi- and single-family homes. Retail and other 
commercial construction projects, some delayed during the 
recession, are coming to fruition. And its trucking, rail, and 
remaining wood products businesses are performing well. Its 
growth will fall short o f  the state average, but will be a marked 
improvement over anything seen in the past five years. □
Patrick M. Barkey is the director o f  the Bureau o f  Business and 
Econom ic Research.
1 Missoula County Profile
Total Population, 2013 111,800
Percent Change in Population, 2011-2012 0.7%
Median Age, 2012 34.4
Percent 65 or Older, 2012 11.7%
Percent of Population with Bachelor’s 
Degree or Higher, 2012 25.4%
Median Household Income, 2012 $45,054
Percent of Population without Health 
Insurance Coverage, 2012 18.1%
Unemployment Rate, November 2013 4.5%
Lived in a Different House in 2011 22.5%
Sources: American Community Survey, U.S. Census 
Bureau; Research and Analysis Bureau, Montana 
Department of Labor and Industry.
Figure 1
Earnings in Basic Industries, 
Missoula County, 2011-2013, 
Percent of Total
Figure 2
Actual and Projected Change in 
Nonfarm Earnings, Missoula County, 
2010-2017
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
Figure 3
Inflation-Corrected Wages and 
Salaries, Index, 2007=100
Note: Data are seasonally adjusted, 3 quarter moving average. 
U.S. Bureau of Labor Statistics and Bureau of 
Economic Analysis
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Ravalli County
Emerging from the Downturn
by Jam es T. Sylvester
Recent economic statisticsdemonstrate Ravalli County’s economy is emerging from the 
downturn experienced in the Great 
Recession.
The number o f  residential real 
estate sales in Ravalli County 
increased in 2013 over 2012 levels.
The median sales price increased about 
4 percent to about $182,000. Average 
days on market declined, reinforcing the 
real estate market recovery.
Income o f  Ravalli County residents 
working in other counties is the largest 
source o f income. The rate o f  growth 
in this income stream has slowed in 
the past few years as the housing price 
difference with Missoula has closed. 
Higher fuel prices also influence 
commuting between the two counties.
Housing construction, a mainstay 
o f the Ravalli County economy, 
continues to lag, with employment 
levels still half o f  what they were in 
2007. Construction employment is 
forecast to remain well below 2007
“Income o f Ravalli 
County residents 
working in other 
counties is the 
largest source 
of income."
1 Ravalli County Profile
Total Population, 2013 40,800
Percent Change In Population, 2012-2013 0.5%
Median Age, 2012 46.5
Percent 65 or Older, 2012 20.1%
Percent of Population with Bachelor's 
Degree or Higher, 2012 17.3%
Median Household Income, 2012 $38,110
Percent of Population without Health 
Insurance Coverage, 2012 20.7%
Unemployment Rate, November 2013 6.7%
levels for the foreseeable future.
Metal manufacturing, including small 
arms manufacturing, continues to 
expand. Wood products manufacturing 
depends on national housing markets. 
Wood supply is an ongoing concern, 
but the market for log homes 
dominates the demand for Ravalli 
County wood products. 
Glaxo-Smith-Kline, a major 
pharmaceutical company, and the U.S.
Centers for Disease Control’s Rocky Mountain 
Lab both employ medical researchers 
with average annual incomes double the 
county average o f $23,000. Both also 
employ support personnel, stabilizing the 
local labor market.
Nonfarm earnings are forecast to 
increase about 2.1 percent per year 
through 2017. Q
Lived in a Different House in 2011 14.4%
James T. Sylvester is an econom ist a t the 
Bureau o f  Business an d E conom ic Research.
Sources: American Community Survey, U.S. Census 
Bureau: Research and Analysis Bureau, Montana 
Department of Labor and Industry.
Figure 1
Earnings In Basic Industries, Ravalli 
County, 2011-2013, Percent of Total
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
Figure 2
Actual and Projected Change in 
Nonfarm Earnings, Ravalli County, 
2010-2017
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
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Yellowstone County
Next Door to a Boom
by P atrick  M . Barkey
Much was expected o f the Billings area economy at the beginning o f the year. And for the most part, it has delivered. For several years running now, 
economic conditions have seemed to improve the further 
east you travel on 1-90 and 1-94. Billings didn’t escape the 
recession — not by a long shot. But thanks to its proximity to 
the Bakken, and the muted nature o f its housing bust, it has 
hit a higher growth gear than most other parts o f  the state.
Perhaps the biggest economic story in Billings in 2013 
was construction. Big projects at the refineries, as well as new 
developments in multi-family and single-family housing, 
produced a $30 million increase in payrolls in that industry 
alone. The performance o f its other key sectors added to that 
gain. Particularly strong were the performance o f its wholesale 
trade, professional business services, and mining services 
sectors.
Billings’ traditional role as a transportation and 
distribution hub has also helped it grow briskly as the eastern 
oil county development continues its rapid pace. In fact, the 
reach o f the Bakken continues to be seen in almost every 
economic indicator for the entire county. Services o f  all kinds 
are doing well — everything from repair to engineering, even 
to food and accommodations. Billings is not “the” gateway to 
the Bakken. But it certainly is one o f them.
But even in Yellowstone County, the economic future 
is not without risks. Air pollution abatement costs may be
rising, especially if the EPA follows through and declares its 
sulfur dioxide levels to be in nonattainment status. Some o f 
its older manufacturing facilities could be affected. Should the 
current slowdown in the Bakken turn into something more 
pronounced, those impacts could reach Billings as well.
1 Yellowstone County Profile
Total Population, 2013 154,200
Percent Change in Population, 2012-2013 1.5%
Median Age, 2012 38.3
Percent 65 or Older, 2012 14.3%
Percent of Population with Bachelor’s 
Degree or Higher, 2012 20.9%
Median Household Income, 2012 $50,000
Percent of Population without Health 
Insurance Coverage, 2012 15.7%
Unemployment Rate, November 2013 3.6%
Lived in a Different House in 2011 16.1%
Sources: American Community Survey, U.S. Census 
Bureau; Research and Analysis Bureau, Montana 
Department of Labor and Industry.
Those concerns aside, we expect Yellowstone County to 
again surpass the state average in growth for the next few years, 
as its key drivers continue to benefit from energy development 
and the recovery in the national goods economy. □
Patrick M. Barkey is the director o f  the Bureau ofBusiness and 
Econom ic Research.
Figure 1
Earnings in Basic Industries, 
Yellowstone County, 
2011-2013, Percent of Total
Figure 2 Figure 3
Actual and Projected Change in Nonfarm Inflation-Corrected Wages and
Earnings, Yellowstone County, 2010-2017 Salaries, Index, 2007=100
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis. U.S. Department of Commerce.
Sources: Bureau of Business and Economic 
Research, University of Montana; Bureau of 
Economic Analysis, U.S. Department of Commerce.
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U.S. Bureau of Labor Statistics and Bureau of 
Economic Analysis
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Missoula Federal Credit Union is proud to partner with Loken Builders Inc. for 
the construction of Dakota Greens. Loken Builders strives to provide solutions 
that enhance our community and minimize the impact on our environment, just 
like we do. Our lending decisions are made in the community for the community.
Contact our commercial lending team for great local service, competitive rates 
and favorable loan terms.
M issou la Federal 
Cred it XJm°n 
More than you expect 
523-3300 / www.missoulafcu.org
David Rook John Corwin Bill St. John
523-3528 523-3533 523-3532
All loans subject to approval.
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